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September 2006 — Quarterly Activities Summary

The September 2006 quarter has seen a significant increase in demand for Advanced Engine
Components Ltd’s ("ACE") Natural Gas Vehicle system (“NGVS”) components:

. First Auto Works (“FAW”) of China has doubled its monthly requirement from
approximately $175,000 per month to an average of approximately $350,000 per month
to 31 December 2006; and

. Weifang Weichai Peterson Gas Engine Co Ltd (“Weichai”) has placed its first
commercial orders averaging approximately $190,000 per month through to 31
December 2006.

The benefit of these orders will be reflected in the December 2006 quarter as sales are
recorded and proceeds received. The major impact of the increased orders on the
September 2006 quarter has been a build up of inventory levels in preparation for required
deliveries.

The September quarter has also seen ACE expand its supply of NGVS components both
geographically and by engine type and size. During the quarter:

. ACE signed a development agreement with Dongfeng Nanchong Automobile Co Ltd
("Dongfeng”), a subsidiary of China’s third largest automotive manufacturer. The
Dongfeng/ACE natural gas engine is currently being tested on Dongfeng's
dynamometer at Nanchong; and

. ACE signed an MOU to form a joint venture company, in Bangladesh, with IBH Motors
Ltd. The joint venture company will import FAW base engines and ACE NGVS
components for assembly of natural gas engines for the Bangladesh and export
markets.

Commercial sales are not expected, pursuant to either of these agreements, until the last
quarter of the current financial year.

As previously announced, and disclosed in the 2006 Annual Report, ACE intends completing
a share placement in the December 2006 quarter accompanied by a share purchase plan
offer to existing shareholders. The purpose of the raising is to finance the working capital
required to fund the increased sales and enable the Company to be cash flow positive with
sustainable monthly profits by March/April 2007.

For further information please contact Tony Middleton, Managing Director, on (08)
9209 6911; or email shares@advancedengine.com.



